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I. OBJECTIVES 

The objective of the visit to the Philippines was to 
determine the feasibility of granting loans for an expanded 
grain marketing and agricultural credit program carried out 
through GRAMACOP, the National Grain Marketing Federation, 
and the FaCoMa's, which are local grain marketing associ¬ 
ations . 

In determining the feasibility of such a loin program, 
attention was focused on the following; 

1. The nature of the problems which the farmer associ¬ 
ations have had to face in the marketing of their 
rice, and the progress they have realized through 
experience gained over a period of about 15 years. 

2. The progress that has been made by GRAMACOP, and 
its chances for continued success in providing the 
local FaCoMa's with greater marketing power, vari¬ 
ous kinds of services, and leadership and advice 
in planning and administration. 

3. The trends in the production of grain (rice in 
particular) which will be influenced by the intro¬ 
duction of the new miracle varieties (IR5 & IR8), 
and how these increases in production will affect 
grain marketing and supply distribution in the 
Philippines. 

4. Determine whether the increased agricultural pro¬ 
duction and resulting technical change will 
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influence the organizations under study to modernize 
their equipment and marketing system. 

II. RECOMMENDATIONS 

1. GRAMACOP has demonstrated its ability to market rice 
under extremely adverse conditions. Therefore/ if provided 
with financial assistance, and some guidance in business 
practices and procedures, GRAMACOP could fulfill a critical 
need for a viable National Grain Marketing Association. 

Consideration should be given to lending GRAMACOP the 
funds to finance construction of a warehouse and finishing 
mill, and to provide, through ACA, inventory financing for 
carrying its own grain and for lending inventory support to 
its member FaCoMas. 

2. A program to expand the lending capacities of selected 
individual FaCoMas and to meet the credit needs of their 
farmer members is vital if these agricultural associations 
are to develop into viable agri-business enterprises that 
will increase farmers' income in the Philippines. It is 
therefore suggested that the loan of £10,000,000 be made 
available to replace the funds now being loaned to the 
FaCoMas by the ACA organization, for the purpose of provid¬ 
ing production and commodity loans.* 

3. Establish bulk grain marketing facilities at seven 
FaCoMas - chosen from among the ten most likely to succeed 

* Loan signed, February 6, 1969. 
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in this kind of program. The nature of the facilities would 
be similar to those suggested in the Weitz-Hettelsater engi¬ 
neering report, "Economic Engineering Feasibility Study, 
Storage Handling and Marketing of Selective Crops in the 
Philippines (June 1968)." 

4. Technical assistance should be provided for management 
training in marketing procedures, grain storage, bulk han¬ 
dling, and milling. This could be provided by the Agricul¬ 
tural Cooperative Development International (ACDI) through 
an umbrella facility loan requiring such management and oper¬ 
ational follow-up on new handling and marketing processes. 

ACDI would provide two top management planning and 
operational experts for a two year period: One, a management 
advisor, whose responsibilities would be to plan and assist 
in the development of a regional marketing and milling com¬ 
plex? the second, an operator, would work with employees in 
construction of facilities, installation of bulk storage and 
milling equipment, and training them in their operation. 

Nationals would be hired as understudies. They would 
work within and through GRAMACOP and the participating FaCoMas 

5. Planning will be required for an expanded FaCoMa and 
GRAMACOP program. In preparation for the next stage of this 
development, the following activities are significant: 

a. Utilization of maps, spotting locations of FaCoMa 
warehouses and rice mills, RCA warehouses, and 
GRAMACOP facilities, and showing highways and rail¬ 
road lines. Also spot locations of warehouses, 



rice mills, and farm supply outlets owned and oper¬ 
ated by proprietary businesses. 

b. Review market areas served by FaCoMa associations 
which delineate the boundaries of such areas. 

c. Further identification of market outlets now served 
by, or potentially available to, GRAMACOP; i.e., 
government institutions*, consumer cooperatives and 
the private retail trade. 

d. Secure data pertaining to market potential of corn 
and rice, and the distribution of farm supplies. 

The recommended loan program described here is supported 
by the following: 


* Decree now establishes GRAMACOP as seller of rice 
to these institutions. 
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Table I 

Loan Requirements 


1. Finance 5 FaCoMas through ACA for 
production and commodity loans. 

2. Provide facility loan to establish 
bulk storage and handling facilities 
for 7 FaCoMas. 

3. Supply operating loan, administered 
by ACA, to finance: 

a. GRAMACOP inventories 

b. Inventory support of member 
FaCoMas 

4. Make funds available to GRAMACOP to 
finance: 

a. Warehouse 100,000 

b. Rice Mill 600,000 


5. Management contract 


510,000,000* 

1,540,000 


1,160,000** 

2,140,000 


700 000 
400,000 
515,940,000 


* Already in process. 

** Based on 135,000 cavan volume at $145/metric ton 
with 3 times turnover. 


Note: 


U.S. $1,00 = 4 Philippine pesos 



6 


III. GRAMACOP AND THE FaCoMas 

The principal reason for organizing the FaCoMas into a 
federation, GRAMACOP, was to attain marketing power for the 
individual FaCoMas and to reduce the competition among them. 

The Philippines, turning from a rice-deficient country 
to one with surpluses available for export, must undergo 
vast changes in the marketing of its rice production. Sur¬ 
pluses of rice in excess of local consumption needs make it 
more difficult for the FaCoMas to market their members' pro¬ 
duction in a market situation dominated by private industry, 
because grain must move to areas where demand is greater 
than local production. It is difficult, if not impossible, 
for each FaCoMa marketing palay in excess of local needs, to 
know where market potentials exist in other areas, and how 
to sell and bargain for reasonable prices. 

Where demand invites suppliers to satisfy it, the FaCoMas 
should not compete among themselves. Recently this has often 
been the case. In the open market, where a competitive sit¬ 
uation exists, competition among FaCoMas to sell rice in a 
particular area tends to beat down the price of the rice the 
FaCoMas are trying to sell. This changing situation in grain 
marketing also relates to the size of rice mills and ware¬ 
houses . 

Since, in the years ahead, both of these kinds of facil¬ 
ities will become larger in size and fewer in number, GRAMA¬ 
COP will be selling its rice inventories to much larger 



7 


business organizations having a potentially greater influence 
on quality requirements, buying price, and buying power. 

The average rural rice mills now in operation range from 
200-300 cavans per day. The new mills recommended for use in 
the Philippines will have a production capacity of 500-1,000 
cavans per day. 

Warehouses are expected to increase both in size and in 
their efficiencies in grain turnover. According to the study 
by Weitz-Hettelsater, the benefits of new-type storage facil¬ 
ities are considerably greater than the cost of building the 
facilities. In addition to both direct and indirect losses 
which would be saved through building new storage facilities, 
the movement of grain out of production areas, later to re¬ 
turn to the same area, would become unnecessary. 

According to the study, the value of the new facilities 
would be influenced by: 

1. The turnover of the grain handled by the facilities 
(a turnover of two or three and more by some ware¬ 
houses) . 

2. Relatively small increases in grain production in 
certain areas — 10% of the grain handled by the 
new facilities will be lost if the new facilities 
are not constructed. 

3. Relatively large increases in grain production in 
other areas — 20% of the grain handled by the sew 
facilities will be lost if the new facilities are 


not constructed 
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The obvious advantages in the development of new-type 
bulk storage warehouses are being considered by GRAMACOP 
in its plans for the future. 

Loans for new storage facilities might be available to 
GRAMACOP by the government at interest rates below 7% per 
year. It is suggested that the length of construction loans 
be extended to at least 15 years. 

Limiting Factors 

According to the Assistant Administrator for ACA, Amado 
Lansang, the greatest problem facing GRAMACOP and its member 
FaCoMas is marketing. This is not limited to agricultural 
cooperatives in the Philippines, but appears to be of con¬ 
cern to all agencies in the government, including the gov¬ 
ernment banks. These problems in marketing relate to stor¬ 
age and milling, standardization, movement of commodities, 
and pricing. Because of the vast changes under way in the 
production of agricultural commodities, particularly in 
palay, these marketing problems become most apparent. 

Mr. Lansang, in addressing the Annual Stockholders' 
Meeting of GRAMACOP held on December 18, 1968, said, "When 
we produce commodities in relative abundance, and when we 
have to compete in the market, both amongst ourselves and 
with private traders, the problems of marketing and the 
necessity of marketing emerge as a distinct economic ac¬ 
tivity." 

Some of the most pressing marketing and management 

Jj 



problems are: 


1. Because of out dated milling equipment, the quality 
standards of rice delivered by the member FaCoMas to 
GRAMACOP are often below par. 

2. The volume of rice marketed through GRAMACOP by 
member FaCoMas is low. 

3. There are many "inactive" FaCoMa member farmers. 
These limit the volume of business of the FaCoMas, 
and of GRAMACOP as well. 

4. GRAMACOP now has limited, obsolete and poorly- 
located warehouse facilities. 

5. GRAMACOP lacks a modern rice mill. 

6. GRAMACOP has inadequate communications with member 
FaCoMas. 

7. GRAMACOP needs professional, business-type manage¬ 
ment . 

8. GRAMACOP has limited financial resources. 

Need for Grades and Standards Related to Rice Marketing 

In the nn;\'*ACOP program, the greatest problems are con¬ 
nected with rice marketing - the quality of rice delivered 
by the FaCoMas, the standards of rice which they supply, and 
the prices they demand. GRAMACOP has to meet certain stand¬ 
ards set by its market outlets. In addition, member FaCoMas 
use the RCA support price as the price they would like to 
receive from GRAMACOP, which often is higher than the pre¬ 
vailing market price for the quality of rice delivered. 
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In answer to this problem, GRAMACOP is conducting a cam¬ 
paign to induce members to adopt a system of pricing and 
standardization of grains that would enable GRAMACOP to sat¬ 
isfy its various market outlets. 

Volume of Member FaCoMa Grain Marketed to GRAMACOP 

One of the most significant policies adopted at the 
annual meeting of GRAMACOP was to secure approval of the Board 
of Directors to require member FaCoMas to sign marketing agree 
ments with tho.ir federation. This agreement requests member 
FaCoMas to prepare reports estimating the palay deposits and 
estimating the amount of pel:.y each will deliver to GRAMACOP 
each quarter of the year. 

On receipt of these estimates, GRAMACOP will prepare a 
marketing plan setting sales goals for each of its potential 
market outlets and a schedule of deliveries indicating variety 
degree of milling, and date of delivery of rice stocks. 

Adoption of the marketing agreement should be of great 
assistance to GRAMACOP in planning its business operations 
and in determining its budgetary requirements for the year 
ahead. 

"Active” FaCoMa Members Would Contribute to Volume 

There are 181,974 farmer members considered "inactive"by 
the FaCoMas. Because these farmers owe monies to the FaCoMas, 
they do not patronize them, thus denying themselves services, 
and denying the FaCoMa their contributions to volume and 
savings which could be realized. 
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Although some of these inactive farmer-members pay a 
portion of that past due each year, it is inconsequential 
when compared to the total amount of old loans. Perhaps it 
might be better to "write off" these long-past-due accounts 
(up to 12 years), or renegotiate individual obligations. 

This might be done on a selective basis, choosing only those 
farmers which the FaCoMa considers to be potentially good 
members by reason of their farm production records and their 
present credit ratings. 

GRAMACOP Warehouse Facilities 

Apparently GRAMACOP has substantial quantities of low 
quality rice in its warehouse costing it storage space and 
storage costs, but which cannot be marketed. At the same 
time, it cannot meet the demand for good quality rice in the 
market because it does not have this available for distribu¬ 
tion. 

According to the manager of GRAMACOP, the organization's 
warehouse at Caloocan City is inadequate during the rainy 
season. The area is subject to flooding, impairing the 
stored rice stocks. Its accessibility to the public is lim¬ 
ited because it is located inside a compound. The bus ban, 
prohibiting the entry of trucks into the city from 6:00 A.M. 
to 6:00 P.M., affects the deliveries by the FaCoMas. The 10% 
sales tax on gross sales, assessed by the City of Manila, is 
also an added cost to the organization. 

The question of relocating the warehouse facility and 
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the offices of GRAMACOP is now under consideration. 

Since the location of the business is one of the impor¬ 
tant factors affecting its success, the choice of a site for 
warehousing operations is of greatest importance to the fu¬ 
ture of GRAMACOP. 

The following questions are raised to suggest factors 
to be considered: 

1. Should the facility be located close to the greatest 
market outlet potential? 

2. Where are the greatest numbers of outlets located, 
particularly those with larre potential volumes of 
business, including the various governmental agencies 
which will be encouraged to satisfy their needs 
through GRAMACOP? 

3. Should the facility be located near a railroad to 
receive deliveries from outlying areas? 

4. Should the facility be readily accessible to the 
main roads leading into the city from the principal 
sources of supply, i.e., from the FaCoMas which 
will supply the greatest volume of grains? 

5. Should the warehouse facility take into considera¬ 
tion potential future exports? 

6. How would the location of the facility affect the 
cost of transportation and storage? 

7. Is there a warehouse available for lease that meets 
the above requirements? 

8. Should the GRAMACOP build a new facility which could 



13 


carry out the recommendations contained in the Weitz- 
Hettelsater study? 

9. Which alternatives should GRAMACOP choose in encour¬ 
aging and financing up-country mills and warehouses 
to be owned and operated by member FaCoMas? 

a. Should GRAMACOP have a large modern rice mill 
of its own that could be used to mill the 
rice for those member FaCoMas that either do 
not have a rice mill or have a mill that is 
incapable of producing quality rice? 

b. Should GRAMACOP own and operate a smaller mil: 
with emphasis on polishing and pearling? The 
member FaCoMas, then, in their old mills, 
could produce brown rice and ship to GRAMACOP 
for finish-milling. 

GRAMACOP's Need for a Modern Rice Mill 

If GRAMACOP is to adequately serve its member FaCoMas, 
it should have a modern rice mill, or improve the facilities 
of the mill already in operation. It has been suggested that 
GRAMACOP might build a new mill at Cabanatuan City, using 
funds from its own resources and those of its member FaCoMas. 
Other suggestions have included the possibility of a rough 
milling operation close to the source of production, and the 
shipment of "brown rice" to an area near the point of con¬ 
sumption where it could be further milled and polished. 
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GRAMACOP's Need for Good Communications with its Members 

One of the most important factors for efficient marketing 
is that of good communication with the sources of supply. 

The commercial telephone system in the Philippines is in¬ 
adequate for conducting business. Many areas are without 
telephone service. 

The problem concerning GRAMACOP was highlighted recently 
when a member FaCoMa delivered a truckload of rice to the 
GRAMACOP warehouse which had to be returned to the source be¬ 
cause of its very low quality. This shipment could probably 
have been prevented if the manager of GRAMACOP had been able 
to talk with the manager of the member FaCoMa about the matter. 

GRAMACOP's Need for Professional Business-type Management 

Keeping a qualified manager is, to a great extent, de¬ 
pendent on the salary and the bonuses paid him. Presently 
the manager receives an annual salary of £8,700. It is sug¬ 
gested that a bonus be allowed which will amount to 5% of the 
GRAMACOP's net savings. Assuming that the organization could 
realize a net savings of £100,000, this would amount to a 
bonus of £5,000 for the manager. The total annual earnings 
that the manager might enjoy would then amount to £13,700. 
Potential earnings of this amount should attract and keep 
capable people in the administration of the program. 

Besides the manager, other key personnel who should be 
attached to GRAMACOP might include four key men who would be 
assigned to territories and to particular FaCoMas which they 
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would contact regularly. Their responsibilities might include 
supervision of grading the palay and rice marketed by the 
FaCoMas which supply GRAMACOP with its needs. In this, they 
would have at their disposal moisture testers and other means 
to grade the palay and rice. They might work with the mana¬ 
gers of the FaCoMas in their territories, advising them on 
procurement of palay from their farmer-members and on their 
warehousing and milling operations. 

In the initial stages of the expanded program of GRAMACOP 
the manager and his key personnel need assistance and training 
in setting up policies, procedures and techniques of operation 

GRAMACOP Should Have Sufficient Financial Resources 

It is suggested that GRAMACOP be granted a loan of 
P700,000 for the purpose of expanding and modernizing its 
warehouse and milling facilities. 

Additional funds for operating capital will be needed by 
GRAMACOP but should be secured in a loan serviced by ACA. 

These funds would be loaned in the amount of Pi,160,000 for 
carrying inventories of grain in its own name and another 
P2,140,000 to lend inventory support to its member FaCoMas. 

Progress of GRAMACOP 

GRAMACOP has been highly successful during the last year 
and nine months and has achieved the following: 

1. Distribution of patronage refunds to members in 
1966-67 — its first year of operation as an 
independent business. 
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2. Creation of market outlets in Manila and suburbs for 
members' produce. 

3. Negotiation of the signing of Executive Order 151 
by the President of the Philippines, whereby His 
Excellency Ferdinand Marcos has extended an invita¬ 
tion to GRAMACOP to supply the government institu¬ 
tions with their rice needs. 

GRAMACOP*s Annual Report Reviewed 

The Annual Report of GRAMACOP, submitted at the annual 
meeting December 18th, shows the following: 

1. Net sales for October 1, 1967-September 30, 1968 was 
£2,216,349. 

Since the previous period was not a complete one, 
no comparison can be made between years; however, a 
fair comparison could be drawn between two six-month 
periods? October 1967-March 1968 and April 1968- 
September 1968. 

During the first period, the federation marketed 
30,281 cavans. In the second six-month period, volume 
had dropped to 19,596 cavans. 

According to the management, this reduction in 
sales was due mainly to the federation's pricing 
policies. The member FaCoMas required GRAMACOP to 
price the rice higher upon delivery than GRAMACOP was 
able to obtain from its market outlets. The member 
FaCoMas were able to require this because they were 


17 


financing the rice through the marketing channels, 
since GRAMACOP did not have sufficient funds to make 
advance payment to the FaCoMas. The market outlets, 
therefore, reduced their purchases from GRAMACOP 
because the prices asked were too high and the vari¬ 
eties offered did not meet their requirements. 

2. The total resources of GRAMACOP as of September 31, 
1968 was £749,359 as against £687,840 as of the end 
of September 1967, or an increase of £61,519. It is 
not known whether this takes into consideration the 
unsold inventories which GRAMACOP now has in its 
warehouse. 

3. Current Assets to Current Liabilities. The current 
assets stood at £704,042 compared with current lia¬ 
bilities of £629,185. If the rule of thumb follows? 
i.e., current assets to current liabilities should 
be 2 to 1, GRAMACOP is not in as good a financial 
position as it should be. The GRAMACOP's liabili¬ 
ties are, in the main, accounts payable for rice 
deliveries made to it by the Cabanatuan City FaCoMa, 
the Rosales FaCoMa, the San Isidro FaCoMa, and the 
Echague FaCoMa. 

4. It is obvious that the greatest problem facing 
GRAMACOP and its member FaCoMas is marketing. Its 
pricing policies do not follow good business prac¬ 
tice - obviously it cannot afford to pay more for 
the rice than it gets for it. To a large extent the 
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FaCoMas have determined the pricing policy; however, 
if GRAMACOP were adequately financed, it should be 
able to influence those policies itself. 

A problem that affects all distributors of rice 
is the multitude of varieties which reach the market. 
Perhaps GRAMACOP should limit its marketing to those 
varieties which are in greatest market demand and get 
only these from member FaCoMas. Price incentives 
should be used as a stimulus. 

5. Contacts with the International Cooperative Alliance 
(ICA) in New Delhi have been made for the purpose of 
developing rice markets in foreign countries. 

6. The Main Office was moved from Manila to Caloocan. 

7. GRAMACOP began to provide member FaCoMas with farm 
supplies as an additional service. 

Market Outlets 

GRAMACOP's potential market outlets include both the 
domestic and foreign areas. The domestic market is of 
greater importance. As previously mentioned, the government, 
through a decree, authorized GRAMACOP to sell to government 
institutions such as prisons, military bases and hospitals. 

In order to satisfy its market outlets, GRAMACOP should 
be able to build an annual volume of 135,000 cavans yearly. 
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The nature of these outlets is as follows: 

Table 2 

MARKET OUTLETS FOR GRAMACOP 


OUTLETS 

PERCENTAGE IN 

VOLUME 

NEEDS IN 
CAVANS 

Distributors and 
dealers 

7 

45,000 

Philippine Federation 
of Consumer Coopera¬ 
tives (FPFCC) 
and 

Commercial and Industrial 
Establishments and other 
employee unions 

3 

20,000 

Government Institutions 

90 

70,000 

TOTAL 

100 

135,000 


It should be noted that the total needs for government 
institutions amount to 120,000 cavans yearly. However, 
GRAMACOP has taken 70,000 cavans as a conservative figure 
for its potential sale to these outlets. 

RCA, in its policy statement, gives priority to GRAMACOP 
as an export agency. It had been estimated that it would be 
able to market approximately 45,000 metric tons of rice in 
1969, but a drought condition later reduced this projection. 

The actual exports of rice from the Philippines last 
year handled by RCA amounted to: 

25,000 metric tons to India 
25,000 metric tons to Indonesia 
The export business is difficult for GRAMACOP to develop 
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because of the price structure. At the present time, the 
world market price per metric ton for the type of rice gener¬ 
ally produced in the Philippines stands at about $144.00 to 
$149.90. The current market price for rice of this quality 
in the Philippines stands at $142 per metric ton. Based on 
the prices quoted here, and GRAMACOP's costs, it would be 
necessary for GRAMACOP to be subsidized in the amount of $2.00- 
$8.00 per metric ton for it to engage in exporting. 

It has been suggested that if GRAMACOP were to build a 
modern rice mill, it could produce the highest quality of rice, 
which at times demands upwards of $200 per metric ton on the 
world market. 


IV, THE FaCoMa LOAN PROGRAM 

Production Loans Made to Members 

Funds provided these FaCoMas by the Agricultural Credit 
Administration (ACA) last year amounted to approximately 
£5,700,000. 

The repayment record on loans made to the selected FaCoMas 
reached 99% in 1965-66. It is expected to decline to 90% in 
the current year, due to drought conditions in some areas 
served by the FaCoMas. 

It is expected that the farmers' credit needs to finance 
their farm input requirements will increase rapidly in the 
near future for several reasons: 

1. It costs a farmer about P500-P600 per hectare to 
plant, cultivate, and harvest one rice crop, using 
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the IR varieties, fertilizer and agricultural chem¬ 
icals, and following accepted cultural practices. 

When the family needs (about £200) are added to 
this, an average farmer would require a loan of 
about £800. 

2. The number of farmers who are considered active 
members of FaCoMas is presently over 32,000. 

In the face of rapidly mounting production credit loan 
requirements needed by FaCoMa farmer-members, ACA will with¬ 
draw all its funds from five of the ten selected FaCoMas. 

The amount of the withdrawal, about £2,900,000 from the first 
group, must be replenished by funds from other sources. It 
is estimated that refunding, plus a 10% increase each year 
for the next five years, would mean that these FaCoMas could 
use the following amounts: 


1969 -£2,900,000 

1970 - 3,190,000 

1971 - 3,510,000 

1972 - 3,860,000 

1973 - 4,246,000 

Commodity Loans 


The commodity loan program carried out by the FaCoMas 
is designed to provide the farmer members an advance of 80% 
of the market price upon delivery of their palay. The ad¬ 
vance is then used to repay any outstanding production loan 
the farmer may have, and the remainder is paid to him in 
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cash. At the end of 200 days, it is presumed that the FaCoMa 
will have marketed the palay, and from the proceeds it will 
deduct the amount of storage and handling expenses. The re¬ 
mainder is then to be returned to the farmer. 

The commodity loan fund needs of the selected FaCoMas 
could be based upon such factors as the value of the palay 
expected to be marketed for members of these FaCoMas during 
the next fiscal year, and the turnover of their rice stocks. 

The turnover is now about 1.5 times per year. It is expected 
that the turnover rate for the next year will reach 2 times, 
and possibly, 3 or more. If this should occur, then the 
amount of money required for the loan program would be less. 

At the present time, it appears that a loan of 110,000,000 
is justified to finance the production and commodity loan 
program. 

V. FARM SUPPLY DISTRIBUTION 

Consideration should bo given to whether a procurement 
program, as suggested by the Agricultural Development Commit¬ 
tee, should be carried out by means of a National Farm Supply 
Cooperative organized for that particular purpose, or whether 
it should be developed through the GRAMACOP federation. 

A. Under the Chairmanship of Vicente U. Quintana, the 

Committee recommended that: 

1. The National Supply Cooperative be organized in the 
form of a federation for the purpose of procurement 
and distribution of farm supplies and equipment. 
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2. The federation would have regional offices and ware¬ 
houses. Two kinds of stock would be available — 
common stock which could be sold only to member-owned 
cooperatives, and preferred stock which would be 
offered to the general public, private or govern¬ 
mental institutes. 

3. The government would invest a counterpart-fund in 
the federation, equivalent to the subscribed capital 
of the federation, provided that the government in¬ 
vestment would be retired within 15 years. 

4. The federation would bargain with suppliers and 
manufacturers, both domestic and foreign, for the 
purpose of procuring farm supply needs, including 
fertilizers, for member FaCoMas. 

5. The federation would enjoy, through government 
assistance, benefits which would encourage impor¬ 
tation of various farm inputs, such as fertilizers. 

B. On the other hand, it would appear to some that the 

most efficient method would be to use GRAMACOP to pro¬ 
cure farm supplies and distribute them to member-FaCoMas. 

Several points might be made in favor of this approach: 

1. GRAMACOP now has an organization which provides its 
member FaCoMas with marketing services, and has al¬ 
ready begun to procure certain kinds of farm supplies 
for its members. 

2. It has been found from experience that agricultural 
associations which distribute farm supplies to the 
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members in addition to marketing their agricultural 
commodities, can conduct a more efficient business 
and provide members with greater savings. In addi¬ 
tion, such multi-purpose cooperatives are able to 
give credit to member-fanners for the purchase of 
the inputs they need, and they are then able to col¬ 
lect on these advances at harvest time when the 
farmers market their crops. 

3. Multi-purpose cooperatives use their facilities to 
best advantage when they use them to store both farm 
supplies and members' grain. With proper turnover 
of grain, the warehouse space should be empty and 
ready for stocking of farm supplies when needed. 

4. The margin realized from the distribution of farm 
supplies may be used to contribute to the coopera¬ 
tive 's overhead. 

5. The cooperative is able to use its personnel more 
effectively, keeping them busy throughout the year. 

6. The cooperative is able to provide better services 
to its members, since it is familiar not only with 
members' capacities to provide it with grain during 
the marketing season, but also with the farmers' 
needs for fertilizers and other supplies. 

After first priority has been given to the marketing of 
corn and rice, then the encouragement of farm supply distri¬ 
bution should be considered. The potential for this kind of 
business, particularly fertilizer, appears promising. 
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Fertilizer Production Capacity and Consumption 

Production of fertilizer, and importation of fertilizer 
has been mounting steadily during the past five years. 

According to an item carried in "The Economic Monitor" 
(September 18, 1967) ACA has been directed by Presidential 
Order to import an additional 300,000 metric tons of Japanese 
fertilizers. Moreover, the Presidential Order set the retail 
prices at P12.50 per 100 lb. bag. (ACA's previous selling 
price was P14.00.) 

In spite of the claims by the industry in the Philippines 
that it is entirely able to supply the national requirements, 
an announcement has just been released from Tokyo stating that 
two of the major Japanese trading firms have concluded a con¬ 
tract to build a multi-million dollar plant in the Philippines. 
The plant as planned would have a daily production capacity of 
600 tons of ammonia and 1,000 tons of urea. It is scheduled 
to go into operation in early 1971. 

The great interest in fertilizer production and distri¬ 
bution in the Philippines is undoubtedly based on recent trends 
showing increasing demands, as follows: 
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Table 3 

Potential Demand for Fertilizer in the Philippines 

(in metric tons) 


Year 

Projected Demand 

1966 

324,000 

1967 

345,000 

1968 

388,200 

1969 

392,600 

1970 

418,500 


(Extract from report prepared by Industrial Programs 
Office, PES, September 1968.) 

Since all indications point to an increcising demand for 
fertilizer in the Philippines, an efficient distribution sys¬ 
tem should be developed. The FaCoMas, located in the areas 
where heavy consumption is expected, would be able to assist 
in the distribution. 

It is possible that the ACA-acquired fertilizer and other 
farm supplies might be distributed through the GRAMACOP organ¬ 
ization. Although, as stated, its first priority should be 
to develop an effective marketing program for rice and corn, 
it must be recognized that GRAMACOP has an organized distri¬ 
bution system. With good management and financing, it could 
provide a valuable service which would exert a competitive 
influence, and return to farmers a saving on their fertilizers 
and other farm inputs. 
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VI. FIELD TRIP 
December 11-12, 1968 


Cabanatuan City 

The FaCoMa at Cabanatuan City is considered the most 
successful of all palay marketing associations. The manager, 
Mrs. Mely Chavez, is given full credit for this association's 
success. When she became manager, the FaCoMa was nearly 
bankrupt. 

The Board of Directors is comprised of eleven members, 
each representing a district. Each serves as chairman of the 
loan committee which processes loan applications and assists 
in their collections among the barrios found in his district. 
During the past year, this FaCoMa increased its annual volume 
of palay marketed, and realized more than P91,000 in savings 
from the year's operation. Of the other FaCoMas, the one 
closest to this was the Tarlac FaCoMa, with savings of P50,751 

Production loans extended by the Cabanatuan City FaCoMa 
amounted to P745,000 in 1967, and in the first three months 
of 1968 the FaCoMa had loaned P688,000. 

Commodity loans handled by the FaCoMa amounted to 
P615,000 in 1967, and for the first three months of 1968 they 
amounted to P93,000. 

Six godowns (four operated by RCA; two by the FaCoMa) 
are located in Cabanatuan City. The total storage capacity 
of these six warehouses amounts to 100,000 cavans. Rice dry¬ 
ing equipment was seen in one RCA warehouse. One was drying 
palay. 
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Fertilizer is distributed to the members. ESSO has ex¬ 
tended a credit line to the FaCoMa, and provides it with a 
margin of about SO.50 per bag. 

The patronage refunds distributed last year to members 
were in the form of certificates and cash: 85% in certifi¬ 
cates, and 15% in cash. 

While at the FaCoMa, farmers were delivering palay which 
had just been trucked from their farms. The cost for this to 
the farmer amounted to SO.50 per cavan. 

This FaCoMa is unusual, in that its facility is located 
on the edge of its market area. Its members travel as far as 
40 miles to deliver their palay to the warehouse. 

The Guimba FaCoMa 

The Guimba FaCoMa has a membership of 1,500 farmers. 

In 1965 the association completed a new warehouse with 
a storage capacity of 48,000 cavans. 

Additional storage will be provided in the area by a new 
bulk storage facility consisting of six tanks and grain drying 
equipment. This new facility will be owned by a competitor of 
the cooperative. 

Production loans handled by the FaCoMa last year amounted 
to £962,000, and in the first three months of 1968 the 700 
loans granted amounted to £608,000. 

The manager was of the opinion that the current crop 
would be only 20% of normal production. 
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The Tarlac FaCoMa 

This FaCoMa is one of the most successful and ranks as 
second to Cabanatuan City. It has increased its membership 
from 832 in 1966-67 to 1,456 during the current year. Al¬ 
though it experienced a loss of P6,960 in 1966-67, it has 
enjoyed a saving of P41,500 during the current year. 

The FaCoMa would like to improve its milling operations 
so that it could do the first milling, and then turn the 
brown rice over to GRAMACOP for final milling and polishing. 
The manager feels that the GRAMACOP should have a new mill 
to take care of its members’ needs. According to him, the 
returns per ton of rice for the first-quality product would 
be an increase of $40 a ton above the current international 
price. 

The manager of this FaCoMa receives a salary of P210 
per month. As an incentive, he receives a commission of 5% 
on the FaCoMa's net profit or savings. Since the FaCoMa's 
savings amounted to somewhat over P50,000 last year, the 
manager would have earned the following: 

Salary £2,520.00 

Incentive 2,500.00 

Total earned P5,020.00 

If these figures are correct, the manager's incentive 
payment equaled his regular salary. 
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Rural Bank of Sta. Ignacia, Inc. 

This bank began its operations in September 1963. It 
has an authorized capital of £500,000, subscribed capital of 
£150,000, and paid-in capital of £125,000. In addition, it 
has on its books £100,000 contributed as counterpart by the 
Central Bank. 

Loans granted by the Rural Bank for the purchase of rice 
threshers and other farm equipment, amount to the fol¬ 
lowing : 

Number of loans; 7 

Loans granted from Central Bank 

(IBRD) funds; £47,100 

Loans granted from AGLF funds: 31,400 

Total loans granted £78,500 

Loans granted for purchase of irrigation pumps. 

Number of loans: 10 

Loans granted from Central Bank 

(IBRD) funds: £49,200 

Loans granted from AGLF funds: 32,800 

Total loans granted £82,000 

Loans granted for purchase of hand tractors and irri¬ 
gation pumps: 

Number of loans: 8 

Hectares of land farmed: 48.2 

Loans granted from IBRD funds: £34,177 

Loans granted from AGLF funds: 22,078 


Total loans granted 


£56,255 
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Loans granted for purchase of hand tractors: 
Number of loans: 27 

Total of hectares farmed: 162 

Loans granted from IBRD funds: §80,000 

Loans granted from AGLF funds: 53,000 

Total loans granted: £>133,000 

Loans granted for purchase of 4-wheel tractors: 
Number of loans: 32 

Total of hectares farmed: 904 

Loans granted from IBRD funds: §378,030 

Loans granted from AGLF funds: 24,090 

Total loans granted: §402,120 


Farm Store at Tarlac 

This family-owned store, an ESSO dealer, is operated by 
a man and wife. The new building, opened a year ago, is well 
stocked with fertilizer, agricultural chemicals and pre-mixes. 
The stock on display in the storeroom and office was very 
much like that found in the United States. A3 though the 
owners were somewhat reluctant to give figures concerning 
their operations, we did find that they operate five branches, 
and that their sales amount to §15,000 per day. 

Respectfully submitted, 

/ rro ; 

Everett J. Young 

Consultant 

Agricultural Cooperative 
Development International 



